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On July 22, President Reagan ordered $200 million in trade sanctions against Brazil in retaliation for
Brasilia's refusal to provide patent protection to US pharmaceutical and chemical manufacturers.
The order apparently followed an unfair trade complaint filed in 1987 by the Pharmaceutical
Manufacturers Association accusing Brazil of deliberately changing its laws in 1979 to allow its
companies to make and sell pirated copies of patented US drugs and other chemicals. According
to the PMA, the complaint was filed after years of unsuccessful negotiations with Brazil. The PMA
said that 18 companies with activities in Brazil have lost $100 million to $150 million annually since
1979 due to the absence of patent protection. The sanctions consist of penalty duties imposed against
selected Brazilian imports to be selected after a public hearing from a list to be published soon
in the Federal Register. Some possible targets for the penalty duties include microwave ovens,
jewelry, pistols, paper and paper board products, and moccasins. For the past three years, the
Reagan administration has used negotiations and threats to persuade Brazil to drop legislation that
restricts sales of US computers, software and informatics products in an effort to reserve markets for
Brazilian manufacturers. Brasilia has avoided retaliation by making last-minute concessions to the
US, most recently by strengthening copyright protection of computer software. Brazil is reportedly
less amenable to making changes in the pharmaceutical area. Pointing out that 85% of the national
market is controlled by foreign drug companies, officials say Brazil must develop its own drug
and chemicals industry. Next, Brazilian officials have stated that granting patent protection to US
companies would increase the cost of drugs and restrict the ability of the poor to obtain medicines.
Brasilia has also argued that given its enormous foreign debt payment obligations, it would be
forced to postpone or cancel interest payments if exports are reduced by retaliation. (Basic data from
Prensa Latina, 07/22/88; Washington Post, 07/23/88)
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